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SUBJECT: ECON ADS: DEFECTS INFLATION ON DEFENSE EXPENDITURES 

REE: A) STATE 72718; B) STATE 208819; SEPT. 21, 1974; C) STATE 
59749 

1 . ON BASIS OE REF A, USECONAD DISCUSSED AGENDA FOR MAY 22 
MEETING ON EFEECTS OF INFLATION ON DEFENSE EXPENDITURES WITH 
ECONOMIC DIRECTOR BILLY. HE AGREES THAT TASK AT THIS STAGE IS 

TO DEVELOP METHODOLOGY FOR ARRIVING AT AND APPLYING APPROPRIATE 
DEFLATORS, AND THAT IT IS PREMATURE TO ATTEMPT GAIN APPROVAL 
OF ANY SPECIFIC METHOD OR NATIONAL COMMITTMENT TO STANDARD 
REPORTING PROCEDURE. BILLY EAVORS STAGE APPROACH SUGGESTED BY 
US PRIOR TO SEPTEMBER 1974 MEETING (REF. B). 

2. IN CONNECTION US SUBMISSION AT SEPTEMBER MEETING, BILLY 
HAS ASKED IE THERE IS PRECISE LINKAGE BETWEEN 37 INDIVIDUAL 
CONVERSION INDEXES SUGGESTED BY US AND NATO DEFINITIONS OF DEFENSE 
EXPENDITURES USED IN DPQS. PLEASE ADVISE. 

3. DEPARTMENT EXPECTED US PAPER FOR MAY MEETING TO BE READY 
APRIL 1 (REF. C). PLEASE ADVISE WHEN POUCHED. 

PEREZ 

CONFIDENTIAL 
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